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Outstanding Capital Asset Debt $2,500,000

Term of Debt 25 

years

Interest Rate (Chase Manhattan prime + 2%) 10 percent

Facility Asset $2,000,000
Value 
Discount $ 125,000

Costs Loan $ 120,000 

Allowable interest calculation - use the lessor of thefacility asset 
value or the outstanding capital asset debt. 

Other Allowable BorrowingCosts: 

Discount - $2,000,000/ $2,500,000 X $125,000
Loan Cost - $2,OOO,OOO/ $2,500,000 X $120,000 

Allowable Interest- 2,000,000 X 10% = 
$200,000
Discount - $100,000/ 25 years = 
Cost - $96,000/ 25 years = 

Allowable Interest and Other BorrowingCosts $207,840 

= $100,000 
= $96,000 

$ 4,000
S 3,840 

7. interest cost on vehicledebt for allowable 
vehicles per paragraph (7ND)I. is treated as an 
administrationcost andreported on line 139 of 
the cost report version MSIR-1 (7-93). 

(GI RentalandLeases 

1. 	 Capitalized leases,as defined by GAAP, will be 
reimbursed In accordance with subsections C n C O 
and O(0. 

2. 	 Lease cost related to allowable vehicles per
paragraph (7)(D)1. shall be treated as an 
administrative cost andbe reported on line 139 
of the cost report version MSIR-1 (7-93). 

3. 	 Operating leases,as defined by GAAP, will be 
part of the Fair Rental Value System. 

state Plan TN#: 95-08 
Supersedes TNf ' 
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(HI Real Estate and Personal PropertyTaxes.Taxes 
levied onor Incurred by a facility used to provide
nursing facility services. 

(1) Value of Services of Employees 

1. Except as provided for inthis plan, the value 
of services performed by employees in the 
facility shall be includedas an allowable costarea 
to the extent actually compensated,either to the 
employee or to the supplying organization. 

2. Services rendered by volunteers such as those 
affiliated with the American Red Cross, hospital
guilds, auxiliaries, private individuals and similar 
organizations shall not be an allowable cost,as 
the services havetraditionally been rendered on 
8 purely volunteerbasis without expectation of 
any form of reimbursement by the organization
through which the service is rendered or by the 
person renderingthe service. 

3. Services by priests, ministers, rabbis and 
similar type professionals shall be an allowable 
cost, providedthat the services are not of a 
religious nature and are compensated.Costs of 
wardrobe and similar itemsshall not be 
allowable. 

U) EmployeeBenefits. 

1. Retirement plans. 

A. Contributionsto Internal Revenue 
Service qualified retirement plans shall be 
an allowable cost. 

B. Amounts funded to pension and 
qualified retirement plans, together with 
associated income, shall be recaptured, if 
not actually paid when due, as an offset to 
expenses on the cost report. 

State Pian TN#: 95-08 effective Date: 1/1/95
SupersedesT N #  
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2. Deferred compensation plans. 

A. Contributionsshall be allowable costs 
when, and to the extent that, these costs 
are actuallypaid by the provider. Provider 
payments for unfunded deferred 
compensation planswill be considered an 
allowable cost only whenpaid to the 
participating employee. 

B. Amounts paid by organizations to 
purchase tax-sheltered annuities for 
employees shall be treated as deferred 
compensation actuallypaid by the 
provider. -
C. Amounts funded to deferred 
compensation planstogether with 
associated incomeshall be recaptured, if 
not actually paid when due, as an offset to 
expenses onthe cost report. 

3. Types of insurance whichare considered an 
allowable cost: 

A. Credit life insurance (term insurance), if 
requiredas part of a mortgage loan 
agreement. An example, would be 
insurance on loans granted under certain 
federal programs. 

6. Where the relative(s) or estate of the 
employee, excluding stockholders, partners
and proprietors, is the beneficiary. This 
type of insurance is consideredto be an 
employee benefit and is an allowable cost. 
This cost should be reported on the 
applicable payroll. lineson the cost report
for the employees salary groupings. 

C. Health, disability, dental, etc., insurances 
for employees/owners shall be an allowable 
costs. 

State Plan TN#: 95-08 
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(IO Education and Training Expenses. 

1. The cost of on-the-job training whichdirectly
benefits the quality of health care or 
administration at  the facility shall be allowable, 
except for costs associatedwith Nurse Aide 
Training and Competency Evaluation Program. 

2. Costs of education and trainingshall include 
travel costs but will not include leaves of absence 
or sabbaticals. 

(L) Organizational Costs 

1. Organizational cost items include the 
following: legal fees incurred in establishing the 
corporation or other organizations; necessary
accounting fees; expenses of temporary directors 
and Organizational meetingsof directors and 
stock-holders; andfees paid to states for 
incorporation. 

2. Organizational costs shall be amortized ratably 
over a period of sixty (60) months beginningwith 
the date of organization. When the provider 
enters the program more thansixty (60) months 
after the date of organization, no organizational 
costs shall be recognized. 

3. Where a provider is organized within a five (5) 
year period prior to  itsentry Into the program
and has properlycapitalized organizationalcosts 
using a sixty (60) month amortization period, no 
change in the rate of amortization Is required. In 
this instance the unamortized portion of 
organizational costsis an allowable costunder 
the program andshall be amortized overthe 
remaining part of the sixty (60)month period. 

4. For change in ownership after July 18,1984,
allowable amortizationwill be limited to the 
prior owner's allowable unamortizedportion of 
organizationalcost. 

state Plan TN#: 95-08 Date: 2, ,998
Supersedes TN# Approval Date: 
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(MI Advertising Costs. Advertising costs which are 
reasonable and appropriateare allowable. The costs 
must be a common and accepted occurrencefor 
providing nursing facility services. 

(N) Cost of Supplies and ServicesInvolving Related 
Parties. Costs of goods and services furnishedby
related parties shall not exceed the lower of thecost to 
the supplier or the prices of comparable goodsor 
services obtained elsewhere. In the cost report a 
provider shall identify related party suppliers andthe 
type, the quantity and coststo the related party for 
goods and servicesobtainedfrom each such supplier. 

(0)Minimum Utilization. In the event the occupancy 
rate of a facility is below eighty-five percent(85%), the 
administrationand capital cost componentswill be 
adjusted as though the provider experienced eighty
five percent (85%) occupancy. In no case may costs 
disallowed underthis provision be carried forward to 
succeeding periods. 

(PI Central Office/Home Officeor Management
Company Costs. The allowability of theindividual cost 
items containedwithin central office/homeoffice or 
management company costswill be determined in 
accordance with all other provisions of this plan. The 
total of central office/homeoffice and/or management 
company costs, as reported on lines 129and 130 of the 
cost report, versionMSlR (7-931, are limited to seven 
percent(7%) of gross revenuesless contractual 
allowances. 

(Q1 Start-upCosts. Expenses incurred prior to opening, 
as defined in HIM-I5 as start-up costs, shall be 
amortized ona straight linemethod over sixty (60)
months. The amortization shall be reported on the 
same line onthe cost report as the original start-up 
costs are reported. For example, RN salary prior to 
opening would be amortized oversixty (60)months and 
would bereported on line 49, RN. 

state Plan TN#: 95-08 effective Date: 1/1/95 
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(R)Reusable Items. Costs incurred for items, such as 
linen and bedding, but notlimited to, shall be classified 
as inventory when purchased and expensedas the item 
is used. 

(SINursing Facility Reimbursement Allowance 
Effective October1,1996, the fee assessed to nursing
facilities in the State of Missouri for the privilege of 
doing business in the state will be an allowable cost. 

(8) Non-Allowable Costs. Costs not reasonably related to nursing
facility services shall not be includedin a provider'scosts. Non
allowable costs include,but are not limited to, the 
following: 

(A) Amortization on Intangibleassets, such as goodwill,
leasehold rights, covenants and purchasedcertificates of need; 

(B) Bad debts, contractual allowances, courtesy discounts,
charity allowances, and similar adjustmentsor allowances are 
offsetsto revenues and,therefore, not included in allowable 
costs; 

(C)Capital cost increases due solelyto changes in ownership; 

(Dl Charitable contributions; 

(El Compensation paid to  a relative or an owner through a 
related party to the extent it exceeds the limitations 
established under subsection00of this plan; 

ti+ Costs such as legal fees, accounting andadministrative 
costs, travel costs, and thecosts of feasibility studies, which 
are attributable to  the negotiationor settlement of the sale or 
purchase of any capital asset by acquisition or merger for 
which anypaymenthas been previously made underthe 
program; 

(GI Directors' feesincluded onthe cost report in excess of two
hundred dollars($200) per month, per individual 

(HI Federal, state or local income andexcess profit taxes,
includingany interest and penaltiespaid thereon; 

(1) Late charges and penalties; 
i 

state Plan TN f 96-32 Effective.Date: 10/1/96
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U) Finder's fees; 

(IO Fund-raisingexpenses; 

(U Interestexpense on loans for intangible assets; 
(MI Legal fees related to litigation involving the Department
and attorneys fees which arenot related to the provision of 
nursing facility services, such as litigation related to disputes
between or among owners, operatorsor administrators; 

(N) Life insurance premiums for officers and owners and 
related parties except the amount relatingto a bona fide 
nondiscriminatory employee benefitsplan; 

(0)Non-covered supplies, services and itemsas defined in 
section (6); 

(PI Owner's Compensation in excess of the applicable range of 
the most recent survey of administrativesalaries paid to 
individuals other than ownersfor proprietary and non
proprietary providersas published in the updated Medicare 
Provider Reimbursement ManualPart 1, Section 905.2 and 
based upon the total number of working hours. 

1. The applicable rangewill be determined as follows: 

A. Number of licensed beds owned or managed. 

6. Owner/administrators will be adjusted onthe 
basis of the high range. Owners included in home 
office costs or management companycosts will be 
adjusted on the high range. Ail others will be . 
calculated onthe median range; 

StatePian TN f 96-32 Effective Date: 10/1/96
Supersedes TN # 95-08 ApproVal Date: -8 1998 
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2. The salary identified above will be apportionedon 
the basis of hours worked in the facilities/ies home office 
or management companyas applicable to total hours in 
the facilities/ies home office or management company. 

(Q) Prescription drugs; 


(R) Religious itemsor supplies or services of a primarily

religious natureperformed by priests, rabbis, ministers or 

other similar types of professionals; 


(SI Research costs; 


0 Resident personal purchases provided non-routinelyto 

residents for personal comfort or convenience; 

(U) Salaries, wages or fees paid to nonworking officers,
employees orconsultants; 

0.0 Cost of stockholder meetingsor stock proxy expenses; 

0 Taxes or assessments for which exemptions are available; 

00 Value of services (imputedor actual) renderedby nonpaid
workers or volunteers; 

MAll costs associatedwith Nurse Aide Training and 
Competency Evaluation Program; and 

rn Losses from disposal of assets. 

State Plan TN #. 96-32 	 Effective Date: 10/1/96 
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(9) RevenueOffsets 

? 

(A) Revenues other thanmom and boardshall be classified as other 
revenues and must be identified separatelyin the cost report and offset 
against expenses. Such revenues include, but are not limited to, the 
following: 

1. Income from telephone services; 

2. Sale of employee and guest meals; 

3. Sale of medical abstracts; 

4. Sale of scrap and waste food or materials; 

5. Cash, trade, quantity, time and other discounts; 

6. Purchase rebates and refunds; 

7. Recovery on insured loss; 

8. Parking lot revenues; 

9. Vending machine commissions or profits; 

10. Sales from supplies to individuals other than nursing facility 
recipients; 

11. Room reservation charges other than covered therapeutic 
home leave days and hospital leave days; 

12. Barber and beauty shop revenue; 

13. Privateroomdifferential; 

StatePlan TN#: 95-08 Effective Date: 
SupersedesTN# Approval Date: #f% 2 1398 



(9) RevenueOffsets 


0 Other revenues must be identified separately in the cost 

report. 'These revenues areoffset against expenses. Such 

revenues include, but are not limited to, the following: 


1. Income from telephone services; 


2. Sale of employee and guest meals; 


3. Sale of medical abstracts; 


4. Sale of scrap and waste food or materials; 


5. Cash, trade, quantity,time and other discounts; 


6. Purchase rebates and refunds; 


7. Recovery on insured loss; 


8. Parking lot revenues; 


9. Vending machine commissions or profits; 


I O .  Sales from supplies to individuals other than nursing

facility recipients; 


11. Room reservationcharges other than covered 

therapeutic home leavedays and hospitalleave days; 


12,. Barber and beauty shop revenue; 


13. Private room differential; 
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